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Why we wrote 

this handy booklet 

Buying a home and making a mortgage 
home loan to finance its purchase are perhaps 
the largest financial transactions the average 
person ever makes. For this reason it is impor¬ 
tant to know some of the fundamentals of 
making a mortgage home loan in advance, 
and how to obtain the best possible financing. 

Farmers & Mechanics has been in the home 
loan business for 75 years, and knows how to 
offer reallv worthwhile advice and low cost 
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friendly service to prospective home owners. 
Contained in this booklet are a number of the 
basic facts relating to mortgage lending which 
will be of practical v alue to you while your 
home buying is in the “planning stage.” 

We urge you, after reading this booklet, to 
consult with our staff of mortgage specialists 
in our mortgage department about the kind of 
loan that best fits your needs and circumstances. 




1 st 

STEP 


Decide how much you 
should spend for a home 


Before you decide to own your own home, know 
how much you can afford. Most authorities agree 
that in normal times your home should not cost 
more than 2}^ times your annual income; also that 
your monthly income should be from four to five 
times the amount of the monthly payments on your 
loan, plus one-twelfth of annual taxes and insurance 
expense. Monthly payments vary with the size of 
the loan, the length of the term and the interest 
rate. Example: monthly payments to pay off $1000 
for three different periods of time: 

75 years 4 y A% . $ 7.65 per month 

12 years @ 4’/2%. 9.07 per month 

70 years @ 4'/2%. 10.37 per month 

Now, assuming you need $6000 to finance a home 
purchase over and above the down payment, you 
multiply $7.65 by 6 which amounts to a monthly 
payment of $45.90 on a 15 year basis. Then add an 
estimated $13.50 for taxes and $2.50 for insurance, 
raising your total to $61.90 a month. Compute 
larger or smaller payments in the same manner. 
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Remember that shorter 
loans cost less! 


Borrowers tend to favor longer term loans, for the 
longer the term the lower the monthly payment. 
Before deciding on length of term, compare total 
interest costs of a loan over various periods of time. 
Shorter terms of 12 or 10 years will increase monthly 
payments, but will substantially lower over-all 
interest expense and the total investment in your 
home when the loan is paid. Comparative costs and 
savings are shown in this table: 


MONTHLY TOTAL 

PRINCIPAL INTEREST PAYMENT COST SAVING 


TERM 


15 year $6000 $2262.00 $45.90 $8262.00 


12 year 6000 1784.64 54.06 7784.64 $ 477.36 

10 year 6000 1466.40 62.22 7466.40 795.60 


The type of mortgage described here, called the 
monthly payment mortgage, is popular and con¬ 
venient because you pay a fixed sum regularly like 
rent. A part of each payment is credited to principal, 
part to interest. Credits to principal increase and 
credits to interest decrease as the loan is paid, but 
your monthly payments are always the same. Page 
14 illustrates this process. 
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Making out the appli¬ 
cation for a home loan 


3 rd 

STEP 


After consultation with us on your particular 
requirements, you make a formal request for a loan 
by filling out an application, aided by one of our 
trained staff members. The application calls for 
some important facts about you, your family, your 
occupation and the house and lot you wish to mort¬ 
gage. It includes a legal description of the property, 
information about the house, such as the year it was 
built, type of construction, number of rooms, interior 
finish, kind of heating plant and the purchase price. 
The application helps us establish your credit rating 
and serves as a guide for processing the loan. 
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The bank makes 



an appraisal 


With your application in hand, our appraiser 
inspects and photographs your house and lot. His 
task is important for upon his appraisal depends the 
amount the bank can lend and the satisfaction of 
your requirements. Real estate appraisal involves 
many factors: location, size, age of house, type of 
improvements, replacement cost, degree of obso¬ 
lescence and conditions governing the future life of 
the property. All of these, plus seasoned judgment 
and knowledge of trends in real estate values, enter 
into sound appraisal. Don’t expect appraisal value 
to equal sales price. The two are related but not 
always close together. A good, conservative appraisal 
protects you as borrower just as much as it protects 
our depositors’ money which we lend to you. Our 
appraisal service is given free of charge. 
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5 th 


STEP 

The commitment 


When the appraisal is completed your application 
is ready for prompt action by our Mortgage Com¬ 
mittee, which is composed of F & M officers skilled 
in judging real estate and home loans. Is the loan 
suitable to the house in question, and is it financially 
sound for the borrower to undertake? If the answer 
is yes, the loan is approved and you are immediately 
notified of the bank’s commitment. 

At the time of loan approval we also ask you to 
bring in title papers and fire and windstorm insur¬ 
ance policies for examination. Evidence of good 
title to the property is essential in making a mort¬ 
gage, not only to us as lender but also to you as new 
owner. As for fire and windstorm insurance, we ask 
only that you carry enough in an acceptable com¬ 
pany to cover the amount of your loan. An impor¬ 
tant feature of our serv ice is that you may choose 
your own insurance agent. 
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6 th 

STEP 


The closing 


There are a number of steps involved in closing 
a loan. First, the mortgage note and the mortgage 
deed are signed by the borrower soon after the 
commitment and examination of title papers. The 
mortgage deed is then registered at the courthouse 
as formal evidence of the transaction. Finally, the 
closing is completed when the bank actually pays 
out the funds which are the proceeds of the loan. 

An important feature of F & M’s home loan 
service is that interest on your note does not start 
until the date the money is paid out. From then on, 
your account is charged only with interest after it 
is earned. When all transactions are finished, your 
papers are filed together in our vault where they 
are always available for your inspection. 
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Your first payment 


7 th 

STEP 


At the time the papers are signed, a beginning 
date for monthly payments on your mortgage is 
fixed. From then on, your dealings with us will be 
with our mortgage cashiers, who receive your pay¬ 
ments, enter them in your payment book and advise 
you concerning any adjustments in tax installments 
or insurance premiums that may be necessary. Many 
of our mortgage customers remit monthly payments 
by mail, a service which we feel is of great conveni¬ 
ence, and which we encourage. Specially printed 
envelopes are supplied for mailing your book and 
remittance, and we return the book promptly. 
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8 th 

STEP 


Home saver insurance 


When your mortgage is completed, you will 
receive from us information on a unique insurance 
plan of great value to you and your family. This low 
cost plan will insure full payment of your loan to a 
maximum of $10,000 in case of death. Such protec¬ 
tion for one’s family in the form of a debt free home 
is of primary importance to the head of every family. 
Home Saver Insurance has been designed especially 
for F & M by the Prudential Insurance Company, 
and is offered to all our borrowers who qualify. The 
plan is actually a form of Group Insurance, so 
premiums are unusually low. Premiums can be con¬ 
veniently included in your regular monthly pay¬ 
ments. No one is obliged to purchase this insurance, 
but F & M feels that it deserves thoughtful attention. 




! 
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Final payment 


^th 

STEP 


Just as the original making of your home loan is 
one of your biggest financial transactions, so the 
final payment on that loan can be one of the happiest 
achievements of your lifetime. A home free and 
clear of debt is a source of immense satisfaction to 
anyone. We are the first to congratulate you on the 
complete amortization of your loan and to share 
with you the pleasure of final payment. Your papers 
are returned to you, of course, and our books are 
marked with a large red PAID. 
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TYPES OF MORTGAGES 

to help you decide the best kind for you 


THE CONVENTIONAL HOME LOAN— A conventional home 
loan is the traditional “monthly payment” mortgage which 
financial institutions have been making for years. The 
process of making a monthly payment loan, as we have 
described it, applies specifically to the conventional loan. 
A mutual savings bank, such as Farmers & Mechanics, is 
permitted by law to make conventional loans as high as 70% 
of appraised valuation for not more than a 15 year period. 
Not every loan, of course, is made at this maximum amount 
but when a full 70% loan is approved a borrower may not 
have the funds to cover the difference between loan and 
purchase price. In this case an FHA mortgage, or if you 
qualify, a G. I. mortgage should be considered. 

F.H.A. HOME LOAN —The FHA (or Federal Housing Admin¬ 
istration) loan is a long term monthly payment plan which 
makes possible a maximum loan at reasonable cost. FHA 
loans can be written in amounts up to $16,000 and for 
periods ranging up to 25 years. Interest rate is 4 1/ 6%, to 
which is added an additional l /2% to cover FHA loan insur¬ 
ance premium which is remitted by the bank to the FHA. 
On existing buildings, loans may be made up to 80% of 
appraisal valuation. On new buildings, provided the loan 
does not exceed $9,500, it may represent 90% of the first 
$7,000 and 80% of the remainder. From the borrower’s 
standpoint the process of making an FHA loan differs only 
slightly from the conventional loan. In addition to our own 
inspection, FHA also makes a careful appraisal of the prop¬ 
erty to make sure it measures up to certain construction 
standards. If the house is under construction FHA makes 
several inspections before it is finished. 

FHA does not lend money, it acts only as the insurer of the 
loan. The money you borrow is from F & M and your pay¬ 
ments are made to the bank. 

THE G.I. HOME LOAN— Under the G.I. Bill of Rights, most 
veterans of World War II are eligible to borrow money for 
home ownership at a low rate of interest, currently 4%. In 
making a G.I. loan, Farmers & Mechanics advances the full 
amount of the loan. The Veterans Administration guarantees 
50% of the loan up to a $4000 maximum. We follow the 
conventional loan procedure in making a G.I. loan except 
that formal appraisals are made by the V.A. 
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As a matter of sensible money management, too large a 
loan in relation to purchase price, with resulting high month¬ 
ly payments, can endanger the young veteran’s chances of 
eventually owning his home. Hence, with respect to G.I. 
loans we follow the same conservative policy that guides our 
decisions on conventional loans. 

THE CONSTRUCTION LOAN— If you're building a new home, 
you can finance a portion of its cost through a construction 
loan. Under this type of loan, cash for labor and materials is 
made available as your building progresses. In order for us 
to consider a building loan application, you should first have 
your lot, detailed plans and specifications and a firm contract 
with a reputable builder. This enables us to make an appraisal 
of the property. If circumstances are favorable and a loan 
commitment is made, we will disburse the loan as evidences 
of expenditures are submitted to us. Our disbursements are 
made after the borrower has first expended that portion of 
the total cost which exceeds the amount of the loan. 

Building a home is a complex operation subject to many 
variables in cost during construction. Each case, therefore, 
requires careful consideration by our building loan specialists 
to make sure that your new home can be completed within 
your budgeted cost. A construction loan can be a conven¬ 
tional, FHA or G.I. mortgage. 

LOANS FOR OTHER PURPOSES —A mortgage loan can, and 
often does, serve other purposes besides the purchase or 
construction of a home. People often come to the Farmers 
& Mechanics to borrow on their homes or refinance a home 
mortgage with a new loan for a variety of reasons: 

To obtain a lower interest rate. F & M is famous for its 
low rates and has helped many home owners to lower their 
home loan costs. 

To convert a contract for deed into a mortgage. This type of 
refinancing gives the owner title to the property in his own 
name, subject to the mortgage. It is a great advantage to 
have your contract paid off as soon as possible so that you 
can get the deed to your property. F & M has refinanced 
many contracts for deed, especially where the original con¬ 
tract balance has been reduced substantially. 

To obtain extra cash to remodel your house, add extra 
rooms, repaint or build an addition. Growing families need 
extra living space, and F & M can often help out with a new 
mortgage loan increase over balance due on old mortgage. 
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DEFINITIONS OF TERMS COMMONLY 


USED IN THE HOME LOAN BUSINESS 


MORTGAGE NOTE —This is a promissory note which the 
borrower gives to the bank as evidence of his indebtedness. 
In it are set forth the principal amount, the interest rate, 
the monthly installments due and the date the note starts 
to draw interest. 

MORTGAGE DEED —The instrument by which the bor¬ 
rower mortgages his property as security for the note 
described above. The mortgage deed is subject to the 
repayment of the loan and is effective only if the borrower 
fails to repay in accordance with the stated terms. The 
word “deed” comes from the Latin word “do” meaning 
“I give.” The perfect tense would be “dedi” meaning 
“I have given.” The mortgage deed and the mortgage 
note together constitute the mortgage contract. 

MORTGAGOR —The borrower, the person who owns the 
property and gives the mortgage on it. 

MORTGAGEE —The lender, the person, the bank or other 
institution that loans funds on the security of the property. 

ABSTRACT —Comes from the Latin word meaning “to 
draw from.” It’s a history of the title to a designated tract 
of land. It contains an abstract of all matters pertaining 
to the title to the property which appear in the public 
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records of the county in which the property is situated. 
When an abstract is “brought to date” it means that the 
abstract company has added to the abstract all new 
matters which appear since its last certification. The 
abstract company gives a complete list of the instruments 
on record from which the attorney can determine whether 
the legal title is good. 

TITLE INSURANCE POLICY— A title insurance policy 
provides insurance to the owner of the property against 
loss resulting from defects in the title. 

MORTGAGE TITLE POLICY —An instrument written by 
a title insurance company insuring the lending agency 
against loss resulting from defects in the title up to the 
amount of the mortgage. 

ATTORNEY’S OPINION —A written report by an attorney 
on the status of the title as indicated by the abstract. This 
serves much the same purpose as a title policy except that 
it does not include the insurance against loss. 

SURVEY —The examination of the property by a com¬ 
petent engineer to determine the location of the lot lines. 
The survey reveals the existence of any encroachments 
and whether or not the improvements are within the 
boundaries of the lot and comply with the set-back 
restrictions. 



PJeadZ 

KEEP OFF 
THE GRASS 
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$7.65 


r 

A $1000 AMORTIZED LOAN 

$7.65 monthly payment 



1st Yr. 2nd 3rd 4th 5th 6th 7th 


Amounts shown ore monthly payments for the FIRST MONTH 
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15 YEARS AT 4Va% INTEREST 

for interest and principal 



10th 11th 12th 13th 14th 15th 


of each year over the 15 year period 
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CONVENTIONAL MONTHLY PAYMENT LOANS 

Payments required each month to amortize 
a $1000 loan at 4'/2% interest. 


Monthly Payments 

Time Required 

$ 7.65 

15 years 

9.01 

12 years 

10.37 

10 years 

12.43 

8 years 

18.65 

5 years 


F.H.A. & G.l. MONTHLY PAYMENT LOANS 

Payments required each month to amortize 
a $1000 loan at 4% and 4’/2% interest. 


Monthly Payment 

Time Required 

G.l. 4% 

F.H.A. 4V 2 %* 

$ 5.28 

$ 5.96 

25 years 

6.06 

6.73 

20 years 

_ 

7.40 

8.04 

15 years 

8.76 

9.39 

12 years 

10.13 

10.74 

10 years 

12.19 

12.78 

8 years 

18.42 

18.95 

5 years 


*F.H.A. Monthly Payments include an additional ’/2% for F.H.A. 
Premium, 
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Another popular F&M loan service... 

THE HOME IMPROVEMENT LOAN 

(F. H.A. Insured) 

Here’s a quick, easy way to obtain necessary 
money for worthwhile home repairs, improv ements 
and redecoration ... a loan that does not entail a 
mortgage on your property ... a loan that requires 
no appraisals, no red tape, no delay. 

Plan the work you need done on your home . . . 
choose your own contractor or materials dealer for a 
cost estimate . . . then see us. We’ll help you get the 
necessary Home Improvement Loan (amounts up 
to $2,500 available) and arrange a convenient 
monthly payment plan to suit your budget. Here 
are typical costs: 


AMOUNT 

OF LOAN 

12 

MONTH PLAN 

Monthly 

Payment 

24 

MONTH PLAN 

Monthly 

Payment 

36 

MONTH PLAN 

Monthly 

Payment 

$100 

$ 8.78 

— 

— 

$200 

17.55 

$ 9.18 

$ 6.39 

$300 

26.32 

13.77 

9.59 

$500 

43.86 

22.95 

15.97 

$1,000 

87.72 

45.89 

31.94 


















Compliments of 


parmers & jyjechanics 

Savings Bank of Minneapolis 

SIXTH AND MARQUETTE 


New speed service on home loans 


for those who need quick appraisals and real action 



WIRELESS TELEPHONE service from 
bank to car brings our appraiser to 
your house without delay. 



INSTANT PHOTO of your property 
is taken with super-speed camera 
that delivers finished print in one 
minute. 

FASTER SERVICE by bank per¬ 
sonnel on all details of preparing 
loan. 















